¢

‘program may be agreeable to China 1€, in prinoiple, it does not go beyomd the;
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Chinese fear US polioy in Japan

Chinese fear of a resurgent Japan under US peligy is again emphasized
in Chinese press articles commenting on the Japsén recomstructiom program
proposed to the FEC by’the US, The Ta Xumg ot 28 Janunry sharply
oritioized the US plam, charging the US with th
industty so as to permit the US through Japap to dominate East Asia in peace
¢ Japan so highly that the
"4ndustries of Asiatio countries, especigXly those of China," will be wmable
to compete with Japanese industries "supgported by America‘’s huge capital.¥
The paper suggests that such alleout sdd will only cause China to ohange its
hatred for Japan to the US and will
and US goods by all Asiatio countyies.

The Nenking Central Daily‘News :n the same date commented that the

1imit of China’s "lenient" polioy toward Japan, However, the paper oontinuea
in reducing the burden of ocoupation, the US may be giving Japan the

olden opportunity to rise again. /—.
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JAPAN

Two hundred Javanese Communi sts purped, It has boen the practice during
the past two ysars ror the Gentral screening Comeittes of the Japenese
Governmont to purge individuals, using the directives laid down by SCAP as
a yardstick for judging the merits of each individual. For the first time }
sinee the early ronths of the Occupation, SCAP has directly purged iandividuals. |
Two hundred Communist coal miners and mine union leaders were purged for
obstructing coal umroduction. It is resorted that a similar move may soon
have an antiseptic effect on the electrieal workers' union which is one of
‘those most openly communist-dominated. ' ,

Thi’s move should strengthen the hand of the Labor Ministry currently
attenpling to orgunize anti-communist sentiment in the labor unions while it
weakens the offorts of the Comuunist Party to interfers with vital production,
The Communist Party suifered a considerable loss of prestige when MacArthur
called off the February, 1947 gencral strike and SCAP nay antielipate similar
rosults from this move. ‘ : o

£
]

m

Rigo in stock prices reflects Jusanese optimisme Since 1 December. 1947 the
priees of stocks beiny traded 1R on Ja snese shock markets have been rising
as much as two und three hundred points. The rise is all the more marked
because the prices of Japanese stecks hud becn st a very low levelas - The
speculation had led to official suspension of stock trading and the prospect
of increased sovernmental controle s : , L
Initially, the rise was due to varied foctors. Theose included official
assertions of the possibility of revision of corporate Laxes, and the removal
of dividend limitations, raaligat’on thut many compant s fghortlyfvdll complete
their reorganizations, and possibility of formal wage combrols. . . B
. Impetus was added to tho upwdard sarpge of jprices when the US rapresentative
To the ¥FiC announced that plans for "Operation Crank-up” would shortly be
submitted to the US Congress. At about the same timo, news of the .conterplated
devaluetion of the French franc resulted in rumors of possible devaluation of
the Japenese yén. 4s a resvlt, many black-marketers convertsed cash into stocks.
The sharp incrense in sbock prices largely refiects the ontinism of
apunese business men for the future. . ipparently, they are of the bel’ef that
the mejor phase of reorgunization in arder to meoct occusation policles has
boen complebeds. 4 formal wapge eontrol would of courss also he a stabilizing
influence from the business men's point of view; pressure by lubor for wage
inoreases has lent impetus Ho the viecious inflationary sviral. ™Mnally, and
most iuportant, implementation of Operation Crank-up would be the "shot-in-
the~arm” that is necessary to pull Jasanese Industry above the nresent level
which has remained fairly constant Por sbout a vear at only sbout 40 percent
of the 1930<34 level, _ ; R - h
However, the degree of price rise should not be over~emphasized. Trading -
in Jupanese stocks is still on an unofficial level and is on a limited basis.
As ‘a result, prices are extremely sens‘tive Lo changes inm volume of trading.

kil

Tax collections. Teams are baing organized to aid in tax collections throughe
oub Japans This drastic action is the result of the poor ressrd of +he tax
collectorss. At the end of 1947, over 100 billion yen of an ostimaled 130
billion yen remuiuned to be collested. '

O

= ~ aRCRER”” '
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This new stey in tax collection is another errort by the authorities
to inorvase governmental revenues. Deficit financing by the yoverament
is one ol the chief ocausas of tho ourrent inflation. Inadequato tax
oollection puts further pressure on the spiral. It is intcresting to note
thut delinquent taxes amount to about one-half of the current note issue.

Reparations. Contral News A;ency has reported the de arture lrom Japan on
27 January 1948 of the second Chinose repurations ship. (The fNrst ship
agreare to havo left a Jananese port just after the berinning of the year).
Carpo is sald to be 569 orates of machincry and tools removed [rom Tolyo an
Yokosuka ursenals,

These shiumonts repressnt the first installments of reparations under
the advance intorim renarations pluan which was instituted in the Spring of
1047. TUnder that plan, SCAD’ wus authoriged by a US unilateral directive to
deliver 30 percent of the joods eurmarlted for reparations under the intorim
romovals orogran as advance payment on the final reparations account. The
advance transfors of the imbterim reparations program are to ve distributod
as follows: u maxirum of 15 cerosnt to China, & ercont to tho Netherlunds
Bast Iniies, 5§ -ercont to the Philipnines, and § porcent to the UK for its
Far Eastorn possessionss :

There have been indications that the official view of the Philippines
is shifting to reparations from ourrent production rather than removals of
soscific nlantss This view has it that the cost and t'me consumption
involved in tho dismantling, crating and shiping of plunts is prohibitive.

- [EOR' A

Prosuects for UN-observed elections in South Korea. Soviet nreparations
Tor 6asablishing o Separato North Korsan govornmont, which will be greatly
accolerated beginning 6 Pebruary, may strengthon fthe U5 gase)in the Little
gsonbly for holding elections in South FKoreu plone. The scheduled adoption
f a "Korean Constitution” by tho North Koregsi People's Committec, along

th othor movus aimed at oroating un “indggondent" state, should serve to
caln nossible UN objestion that a UN-obgerved eloction for South Korea
alone will only eccentuate the -rosont dvision of the country. The US has
contended that the division is desirel/und maintuined by the USSR and that
UN action cannot worsen tho situatlo The Little Assembly may be convinced
by these inmpending Soviet movos In Ndrth Koroca that the US churyes are

Justifieds

o (b L TBD Lo
)WWW%@M i, gt 2L XS
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In the lanchuriun fighting, Conmmnist forces coptured the irpore .
tant ruil junction of Heinlitun giving the Commmmists an uninterrupted rafl:
line from Tsitsihar to Hsinlitun and the front. The Nationalisis had T
cluimed previously thut their success in holding Hsinlitun aguinst deter-
mined Commnist ussuults constituted a major victery. The Natlon:lists are:
thus ruther seriously flunked west of lukdén, in the very urea vhere they |
muist eatublish and maintain overland commmnicutions from Chine proper to
liukden, if they are to remain in lanchuria. HNutionulist units have rde
local puins hear Kirin and southeust of Ssupingkui, while their air force !
cluins to heve carricd out un extropmely daragifg ruid on the Comxmnists® |
supyly center ut Lismoyuwun. Hewever, the next major setion dll apparently |
take place in the arec botween Hoimmin and Chinchou. Cosyaunist units hive i
struck out from the Tahushun, iicishun ares miduay botueen the tuo cities |
and heve slreedy oceupied iKoupuntgze, northesst of Chinchou. The tanchuriei
iinter, now in the period of the "greut cold", coupled with food and fuel !
shortuges, contimes to plugue the Futlonilist house in lonchuria,

4 shortoge of Nationalist regulurs in Ghantung us u regult of
tweoop removal to reinforce lanchuriz, hus forced the lationulists 10 turn
esstern Shantung over to pesce Lreservition troops and local commnders,
There :.us rencied, Lut rather smll-scale Coamnist activity in northviest
Shansi, bLut Hopei und the regions south of the Lunghui witnessed little
military tetion during the-weeit. However, there wus o sudden Commmist
militery rensscence in the Chitung peninsuls just ucross the Yangtue from
Dankifny dnd dhenghai, Commmist units, vho eppesr to be regulars fron the
comznd of Chen Yi, have struck at a number of towms und reuched points it}
in thirty wmilos of ibnking und sixty-five miles of Shanghui. It is not yet;
clour ulether uny of these units succceded in crossing the Yangtue; if such!
a croubing has been uccomplished, they will seriously menace the Shanghuiw :
Nanking ruilifays - _ . ' :

F

Internal loliticul - - :
Tividerce thut the Lation:l Governuemt's feeling of insecurity is
grouins oun be found in reports that some menvers of that Government wre
pinning their hopes on wn amicsble coulition «ith the Caxmnists rether thur
‘suocessiul eorpletion of the .ir wgiinst them. The possibility thut such
4 coulition could be effected seaas very remote, in vieu of the truditlonul
reluctance of either side in the civil var to give up any irmedicte mili-
tory sdveltuge in refuwrn for a pere pledge, no mitter hou heartfolt it may
uppecr, fran its opponent, However, ruuors thut the Hutionul Governent |
A1l e Svertures to the Conmunists continue., The lutest of these rumors
stutes: that 11 Tsungejen, Lirector of the Generalissiro’s Morth Chins :
Headquurters, will bo "electcdh Vide Iresident und then seck a rupprochenen
with the Cormmmnists under USSR auspites. It 1s further stited Lhut Chiang -
Kui-shek would be prevuileu upon to "retire®™ and the hold of the rishtists .
on the Goversuent would be thrown off. Such « devclop:.ent is, hovever, be-
. yond the power, either military or politicul, ‘of uny group within the
lational CGavernpent ot jresent, -
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The £inul rosults of the election of Hutionul .:ssembly dele utes,
alr«.y deluyed three times, urc ruported to huve b postjoned indefinite-
ly. (A guorum, however, hus been uannounced --— see g%pth Teekly, 13-19
January -1948), The delay results from the disagreemsht betieen the uo-
mintong, the Democratic Socialists and the Young Chinu I'arty ovur the ‘
distribution of sects. Iinority party cundidutes nominated by the Kuomin—
tung were not elected because the voters vrote in unofficial Xuamintang ‘
condidutes, vho now refuse to resign. The Democratic Socialisis throeston
to boycott the Hutionul issembly meeting ut present scheduled to meet .

' 29 lmrch unless they receive &1l their promised seats, If the disagreoment
is not resolved, tho postponement of the meeting of the Matiomal Assembly
sisy be expectoed. '

Leaflets reminding the Taiveness of the upproaching anniversury
of the I'ebruary 1947 revolt (vhich wus ruthlessly put dowm by National
Governuent troops) were widely circuluted on the island, Resentment ugpins!
the Iutionul Govermient, vhich has long been smouldering on Taitmn, contimu
another uprising on the islund seens likely, although its imginence cunnot |
be judged. .

Eeonomic

Currency. The official "open'" US dollar selling exchenge rute -
vas ruoised on 2# Jenuary from CI {115,000 to 121,000. The Shunghui black-
mrket rote wes unususlly errctic the last fow duys of Junuury, runging "
between CI 150,000 and 180,000. The bluckmsrket rute wus CIf 152,000 on
1 Juanuary, rose to over 200,000 on 8 January, and fluctuuted between ‘
150,000 and 190,000 during the l:st hclf of the wonth. Six months ago this.
rete stood at CH 40,000 while a year sgo it was only CN 47,500 to US {1
on the Shunghai bluckmarket. -

lrices. The recent intensified anti-inflitionury reusures appear.
to be wearing off. ilthough the price of rice increased only sllightly, to .
CH 1,450,000 on 30 January from 1,400,000 of the previous week the tondenc;
w8 uefinitely upvaird in busic cormodities, '

oo

-

North China Lconomie Crisis. The economic situution in North
China is deturiorLting instezd of improving. The civil wur has brought on
serious disruptions in commnic:tions und procuction. Industry in Tientsin
thut is uependent on importcd ruv ruteriuls is confronted vith shutting . ‘
dTT_@. Food is short in Nationalist wurecs wlthough is reported relutively
plentiful in Comrmnist sections. :

/

WHE

Bation:list-held ukden is facing « food und coul shortuge. Only
e nonth's supply of food is reported on hand, with less than 3 ,000 tons
daily availible from the countryside. iarly relief prospects vre dim cs
the Communists huve cut the railroad leuding from North Chinu, A food eris:
" 4s foreseen in the Northeast in renerzl in the next few months if prosent
political and militury conditions do not imjrove. '

The Kailan coul atockpile in North China is now reported ut
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800,000 tons, unu Guily output ut 13,000 tons but only smull shijuents i.re
buing ruwde, Tsingtuo hus only tuwo woeks supply vith industry newrldy at a
standstill., The Govornuent has ordered 100,000 tons from abroud for Shang-
hai. The seriousnuss of the llorth Chinu crisis is reflected in ﬂu@wem—-
ment's uotion to resort to using its duindling foreign exchunge to iuport
co.l, .

Foreipgn Trade. lieports frow up-country collecting centers indi-
oute th.t Det..cen 1,500,000 and 1,750,000 Yungtze Vulley goutskins will Le
aveilavle for expoft this seuson providinb transportction conditions do .
mot deteriorute further, In the rre-vur period Chind wus the second largest
world suprlier of joatskin Her exports to the US alone betiesn the ysurs
1928 und 1935 averucc@ pieces per unnum, >

Turkish Char;éd d'Affaires at lanking oy reportedly proposed a
burter traode agreewent betueen Turkey and Chins. Turkey wvould exchange
tobiucco leaves for Taimn tes and ohutngh-..i-mde applunces,

mae Government hds rreed to pay indermities fap da.xm;;e

to British property recently destroyed in Canton., llowever, thers has been
no progress in Sino-Pritish telks regurding Kowloon,

There ure recurring rumors in llanking of a growving movement among
Hationalist officinls for a Sino-Soviet rapprochement with a4 view to ine
Z vok:.ng Soviet mediution in the Chinese eivil wr.

The State Council, on 23 January, amended regulations governing
entry of foreign vessels .’mt.o Chinese territorial wuters by percdtiing US
vessels servic:.m:, the irmy Advisory Group to call at Chinese ports witho

A-—dt;‘z: Governuent Inforuution Dn-ector Hollington Ton:; admitted his em-
asscent in confirming thut he had criticized the USIS when speaking "off

the record" to students at the Centrul Iolitical Institute on 28 Janwary. -
Tong had been reported us suying in his lecture thut during the last six
months 90, of the editorials from imerican nevspzpers released by USIS in
Chin: were criticul of the Chinese Governzent while some editoriuls of 25X1
particuler interest to China vere omitted.
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Cao Dai and Hoa Hmo sects sign pact. The vact sirmed on 27 Jamuary i
between the Cao Dai and lloa Ilmo political-relisiocus secte of Cochinchina was
an apparent atteript to halt further discord and non-cooperation amone anti-
Viet !1inh nationaliets who support the return of former Annerdte emperor
Dao Dai. (See Dk .eekly of )26 Jamuary 1948). Up to the present thoso
t®wo religious proups have been the most militant in the Wational Union
Front coalition, and have foupht beside the French asainst the Viet !iinh
cuerrillas in the area., In the presence of officials fron the I'rovisional
Government of South Vietnam (Cochinchina), representatives of the Frenoh
administration, and the chief leaders of the sects, the unification anmree-
ment wae sisned by the "Pope" of the Cao Dai and the Cammanding Ceneral of
the lloa o forces at the residence of le-van-Foach, former president of
the Cochinchinese rovermment and Political Comissioner of the Cao Dai,

The pact, to be valid for one year, is revorted to have included the
following pledres: (1) to sumvort Bao Dai in his nerotintions with the
Frenclh to realize the inderendence ard unity of Vietnam within the French
Union; (2) to protect the resistance olements which suprort Bao Dai;

{3) to cooperate with all parties to realize the cormon aim; (4} to roquest
Bao Dol to return to Indnchina and establish a democratice constitutional
monarchy; (5) to resist the elements which continue to vrevent peace and

to firht any totalitarian plan; and (6) to proteet the lives and proverty

of the French in Vietnamese torritory. The Cao Dai promised to vnreserve
peace and order in the eastern sector of Cochinchina, while the Iloa Fho
mill be responsible for the western half. Plans were made to appoint a :
rulins cormitbee whieh will work out measures to implement the progran. °

Althoush this unification is at present only on paper, its fulfillnent
may indicate that the necessary cooperation of anti-Viet !7inh nationalists
is possible and may lead to further agreements amons those Vietnamese rroups
whioh support Bao Dai end which want to exclude Ho Chi Ilinh Trom any part
in 2 new recime,

Y PN
«i olit{cd. :
7 "Results of the 29 January Slameso reneral elections are not cormlete, v
but the latest returns indicato that candidates of the eonservative Democratic
- Party led by Fremier .aphailwons carried the majority vote in DBane’tok. Ytrovin-
cial election rosults, not vet reported, are cxmected to conforn frenerally
to the Banrkok vote vattern, Contrary to some exvectations, the election
was conducted in an oxderly rammeor and was neither rirmed nor obstructed
by interference fron the nilitary clique. : B

' SECRL
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The provisional povernment of Premior Aphaiwonr is expected to resisn
6 February, but it will carry om as a "caretaker" rovernment until the new
governnent assunes office. The newly elected Tarliament will hold its
firet session, probaebly onm 18 February.to eleet the Prime I'inister who will
be, in all probadility, a conpromise selection to setisfy Army requiremonts
as well as the wishes of the majority narty in Parliancnt. The man son-
foriungs to these requirements may well be the present *"inister of Interior,
Inang Sinet, who is honest, strone and popular with the Arry. On the other
hand, Frenier Aphaiwonr may rally enourh stremeth in Parliament to be
roturned as Prime inister.

HA—~ M2 - 239

C -
The current open exchance rate in Siam 1s 1 dollar to 20 baht (tical)
or when reduced to easily understood torms, is a nickel a tical.

CHILIPPINES

» Congreesional concurrence is expected txﬂ§p7dgg

President Roxme! 28 Jamuary proclamestion granting amnesty to thore accused
of political or sconomic collaboration with the Japanere, Possible devele

oprents resulting from this ayneedy nroclamation ere discmered in a reparate
ORE study ,(AMee” o szavﬁ

 Boxas! Stete of the Nation message. President Roxas' State of the
Nation spsech to the onenirg seselon of Congrese on 26 January psinted a
roey plcture of economic progress in the Phillppines and, as was antici-
pated, stressed finaneiasl policy and industrial develorment. Roxaes lsid
down to Congress a 20=point legislative progrem which included recommen=
datione for the following meacurees occtablishment of a central barks grante-
ing of rresidential authority to control im-orte and luxury taxes; conetruc-
tion of hydro-electriec nower projects ard fertilizsr plant on borrowed funds
(yet to be borrowed); redemption of Philippine Nationsl Bank notes, emere
gency notes, and authorized guerrilla currency; granting of presidential
authority to guarantee foreign loans; authorization of theéinnnﬂment to
guarantee bank losszes on home losns; re-uirement that insurance companies
inveet 2 50 percent minirmum of their reserver in the Phili~piner; estedblishe
ment of a socisl security system for the low vage groun; a new censue; and
fixing of the ner capitol site.

= etcd. Jose Cando, minority (Lemooratie Alliance)
Congresrman-elect since 1946, ras eworn irto office 29 January. Previously
deried 2 seet in Congress becaure of alleged election irregularities, Cando
wag seated following » statement of the House elsctorel tribunsl that the
election protest againet Cando had been diemissed. During the 21-month
interval between his election and his accentarce by Congrers, however, Cando
had reeigned from the 1~ftist, rro-Huk Democratic Alliance ard had applied
for Libersl Psarty membership.
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Of the seven Congressmen~elect who were refused seate in Congrese in
1946, three have now been serted, Two others ere swriting rction by the
House election tribunel. Little hove ir entertsined in Congreesiomal cire
cles, however, for the senting of the remaining two -- Luis Taruc snd Jesus
lava =~ both of whom are etill pought by the Philippine Constabularye.

Roxag urged 0 prant NUKLBALANGD SmpaciyY. A reeolution hes been filed
in the Philippine Congress asking President Roxae to grant "conditional®
smnesty to members of the direident Hukbalahap. Support for Huk amnesty
hae increased in both houses of Congress end has been discussed at informal
conferences between the Senate President end minority leadeérs. Vhile detells
of the propored "conditional" smnesty are not yet available, it is belleved
urlikely that Roxas would conslder amnesty without rome provision requiring
the Huks to surrender their arms. :

Whether the President will now consider amnesty at all is etlll an
oren question in view of his recent ststemenie brandirg the diseidents ar
"bandits and Oommuniet led groups" snd celling for an armed chowdown “as
quickly ae possible® (See FE/P Weekly, 20-26 January). The realities of the
present gituation may, however, force Roxee to act at variance with his pub-
1ic utterances. The President i1s undoubtedly avare that the Government's
repeated attempts to solve the dissident -roblem through military and police
meesures heve ended in feilure. The President may elso prove eeneitive to
the argument that ammesty to the Hukbalahan follows logically from the re=
cently granted amnesty to colleborators since the administratior mey find
iteelf in a difPicult if not unteneble nosition by discriminating against the
Hukbalahap, which physically resisted the Jepanere invadere, while granting
amnesty to those vho held office in the Japanese=controlled occunation goveirn=
ment.

4 LIA

Economic. Prime Minister Chifley warned the Auetralian people 26 Janu-
ary of the "acute difficulties" which Australla will suffer should British
dollar reeerves be depleted. The nead for Australia to achieve a balance of
trade with dollar countries is dictated by the fact that gaps between her
exports and importe must be made up out of British reserves. LDespite current
Australian import restrictionr and efforts to incresee sxports, her dollar
importe for 1947-48 will total 90 million nounds ar againet 63 milliom in

BT ulds the. budy, B2 7

Several leading British induetrisliste arrived in Austrelis 24 Jeanuery
to dircuss the ex~anelon of existing Auetrelisn induetries and the establish-
ment of nrw ones. This may be the first step in the direction of decentral~
izing the tmplre's indurtrial porer by increesing Dominion production with the
use of Britich cepitel snd equinment. It revresente a econrcidsreble derarture
from the trsditionel British nolicy of discourrging Domlnion recordary indus=
try in order to rreserve markets for the UK's manufactured goods.
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Reaction to devaluation of the frang. Australia reascted critically
to the French devaluation of the franc, chiefly becauce of itr possible
effect on the value of sterling in the world market. A financial expert
stated that should eterling be depreciated, the relationship of Australisn
currency to sterling would have to be revieved.

The effects of the French move on direct Frenche-Australian trade vill be
felt moat strongly in Auetralien wool ex-orts. The Vool Realization Commis=-
gion expects a drop in sales becsuse of the higher nricee to Fremel buyers,
but observers pointed out that the French need is so grest that purchares
mey not be restricted.
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